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OFFICE OF REPORTS AND ESTIMATES, CIA
FAR EAST/PACIFIC BRANCH

INTELLIGENCE HICHLIGHTS NO. 60
20 JULY ~ 26 JULY 1949

SECTION I. SUMMARY OF FAR EAST TRENDS AND DEVELOPMENTS |

Philippine wheelhorse Romulo is distressed over the inolusion of the
moribund Chinese Nationalists in the proposed Pacific union and hopes to
convince President Quirino that this and other features of the present
union proposal are undesirable (p. 2).

25X6A

While northern Korean propagandists have threatened violence to the
Q-i delegates of UNCOK presently in the Republic, the Republic‘'s Navy has offered
visiting privileges in Korean ports to units of the US Pacific Fleet (p. 4-5).

The new Communist offensive in south-central China apvears to be Pro=
gressing at an unusually leisurely pace (p. 6). Communist front-ranker
CHOU En=lai, mganwhile, has publicly abandoned his supposed pro-Western
orientation in favor of a strong pro-Soviet stand at the same time that a
lesser spokesman in Shenghai has privately depreocated the CCP's ties with
the USSR (p. 8). A Tibeten attempt to cast off the remnants of Chinese
sugerainty can be assumed to have tacit Indian approval (p. 7).

Recent politiocal and military events in Indochina have given rise to
a degree of mild officlal optimism which probably is unwarranted (p. 8).

VWhile the recently-restored Republic of Indonesia has maintained order
succesefully within its present limited confines, the far greater test of
an effective general truce remains to be met (p. 9).

25X6A

The marginel notations used in succeeding sections of this Vieekly
("A", "B", or "C") indicete the importence of the items in B/FE opinion :
with "A" representing the most important, ' ,

Approved For Release 2000/08/29 : CIA-RDP79-01090A000500030023-9



M“—;

©

o

25X6A

Approved For Re‘eafe 2000/08/29 : CIA-RDP79-01090AOW)0030023-9

SECRET

- -
SECTION II. DEVELOPMENTS IN SPECIFIED AREAS

GENERAL

Romulo sugpgests new approach to Pacific union~-Upon his arriwml in
Vanils lest week to undertake Philippine plamning on the recently-
proposed Pacific union, UN Ambassedor Romulo expreesed nia conoern

to President Quirino over the direction given the union by the Quirino=~
Chiang talks at Baguio. Romulo is partiocularly disturbed over the
initial inclusion of the Chinese lationalist Governmeni, which he

terms corrupt, inefficlent and dying, and an influence from which

the union should be divorced as much as is possitle.

1n addition to Chiang®s role, Romulo is concerned over the exolu-
sion of India end Australia in Quirino‘'s present plans. He conslders
the support of India vital to any Asian union and feels that Australia
{and New Zealand) should be included to avoid the implication of an
anti-white bias, Romulo has told US Embassy Manila that he will not
approach other Asian povernments on the union until he and Presldent
Quirinc have reached fundamental agreement.

Considering Romulo's sttitude and most Asian nations' cool recep—
tion of the prospect of cooperating with Nationalist China, there
appear to be two possible Pacific union developments: (1) Romulo will
be successful in his attempt to sidetrack Nationalist China and will
lay the foundations of a union derived chiefly from his own ideas; or
(Zg the union proposed by Chiang and Quirino will fail from lack of
encouragement before it is formally constituted. Whioch of these alter-
natives is most likely camnot be predicted at present.

/M
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EOREA

N. Horeans threaten UNCOK dele ates--In a broadeast addrezsed directly

Lo members of the United Fations Commission on Kores (UNCOK) last week,

Radio Pyonpyang charped that UNCOK personnel are "tools” of American
"imperialism® in southern Korea and closed with a quotation from the
"Hanifesto of the Fatherland Unification Front" which states that who~
ever stands in the way of the atteinment of unification will be "dealt
with on the spot." Thisg bromdcast followed the receipt of anonymous
threatening letters by E1 Salvadorian and Philippine delegates.

This new Communist effort to intimidats and diecredit UNGCOX ie a
major part of the present "unification” program, based primarily on an
appeal to Korean netionalism and anti-f'orsignism. The "unification"
program also 1s designed to obscure the XKorean issue further at the
auturn meeting of the UN General Assembly, in an attenpt to prevent
further UN concern with Yorean internal affairs. ~

Beonuse of UNCOK's unimpressive record in Korea, the Cormunigts

may susceed in penerating Open i1l-feeling toward the Commission. Sev-

eral UNCOY members have been concorned for their personal safe ty since

’e! L )4! !
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the withdrawal of US troops. The threats of violence already have
induced El Salva-dor to authorize immediate departure of its delegates
at their own discretion.

Should UNCOK leave Korea before the auturn UN meeting, or should
the Ceneral Assembly decide to discontinue further UN representation
in Korea, northern Korean Communists would have peined & oonsiderable
victory in their psyshological warfare arainst the young Republic,

US offered terporary fleet buses in Forea~-The Foreipn Yinister of the
Renublic of Korea has indorsed and forwerded to the US Missiom in Seoul
& letter from the Commanding Officer of the Korosn Navy, Admiral Sohn
Won I1, to the Commander-in-Chief of the US Pasific Fleet offering to
afford facilitics in several Korean ports ss "temporary mobile bases"
Tor US fleet units. In acknowledping the Foreipn Yinister's. letter

of transmitial, US Ambassador jfuccio informed him thet Admirs! Sohn's
letter is being transmitted to Cincpac and that the US Government is
being informed of the Korcan Government's invitation to the US Nevy.

The favorable psyshological sffect of ccossional nest US fleet
visits to southern Korwan ports on both the Koresn Governnent and the
geveral population probably has cutweirhed ths affects of ‘owsunist
propapanda characteripging the visits as evidence of US "inne~ialism™ .
Use of nouthern Korean sorts as "temporsry mcbile bases" by the U8
fleet probebly would be interpreted by mest southern Koreans as an
indication of continued US interest in the gesurity of the hopublie.
Any indication that such (5 fleet activities were permanent, in nature,
however, would increase the northerv puppet regime®s ability to exploit
the inherent anti-foreirn and netionmlist spirit of the Koresn people.

Rice crop forecagt--Heavy rains broie a July drousht thet had nrevented
whe transplanting of some 550,000 acres of rice, in Kysnpgi and adjoin~
ing provinces, which contein nearly 20% of southern Korea's total rice
acr2sre. ‘mder nomal conditions, these fields could be expected to

produce around 500,000 tons of rice. However, the lateress of the trans-

planting, which traditionally Yepins ir late Jure or early July, will
adverssly affect productivity.

Hsalization of & possible drourstteinduced shorwpe had auzed the
price of rice to rise by 707 in Seoul from 31 Tay o 10 Julyv. Vith the
coning, of the reins, the price has dropued slichtly but still remains

805 over the May firure. In the lisht of vrasent olroumstences, it geems

that the Republic of Korea nav be Yarely selfwsufficient in rice during

1949. The riee production posl of 2.6 million tons for 1949 is only some
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300,000 tons more than reported harvests in 1948, when southern Kores,
temporarily a rice-deficit ares, imported 85,000 tons of the prain. ‘
In view of Koree'a intention to export 110,000 tons of rice to Japan
by 1950 in exchanpe for Japanese exports velued &t $16 million, & poor

1949 rice orop may result in a serious loss of foreign exchanges.
CHINA

Leisurely offensive in south~central C}J}ina--f[he fierce intensity of g
eeriier Communiat oilensives has thus far been lacking in the ocurrent
Changsha~llengyang effort. Edging forward without haste and meeting

ne opposition, the CCP lmve permitted Nationalist defenders smpls time

to "retire to new positions™. Unconfirmed late reports say that Chuchow,
at the junction of the Kiangsi-Chekiang and Canton-Hankow rail lines,

has been taken by the Communists, thus cutting off Changsha from the
south. The reports add that, Iollowing the withdrawal of PAI Chung-hsi's
roegular foroces, Changshs itself is defended only by a provincial garri-
son and the city's fall 1s imminent. A small Communist force further
southeast, which had bepun to push south toward the Kwangtung border,

is: stalled in the repgion just south of its point of departure ne«wr Kian,

Other military sotivity last week was reocorded in the Ichang area
of the Yangtze and in western Shensi, near Paochi. The small Communist
force, which took Ichany and Shasi, ecrossed the Yangtze and begen fan-
ning out to the south end west. In Shensi, reinforced Communist troovs
consolidated their hold on the Prochi area, whence, if they ohose, it
is possible to move oz MA Pu~fany's foroes in south-eastern Kansu or
pursus IG Tsung-nan's troops,who guard the northern anvroaches to
Szechwan in southern Shensi.

Publioly pro-Soviet Communists modify stend privately--In a speoch last ™B"
week, GHOU En~lai, the hich-reanking Communist who played a major role in
the tripartite negotistions of 1946-47, identified the "new patriotism"
with "inzernationaliem," thus alirming himgelf, in the public view, with
the aggressively pro-Soviet forces of the CCP, led by Chairman MAD Tge-
tung and LIV Shao~-chi. CHON endorsed the 1945 Sino-Soviet Treaty as
"wholly in accord” with Communist China's long-run interests and claimed
that the CCP can withstand an ecoromic blockade of ten years' duration.
While CHOY, popularly regarded as pro<Nestern, was thus assuming a publis
pro-Soviet stand, a Communist func ticnary in Shanghei reportedly asserted
in private that the CCP has allied itself with the USSR primarily because
of China's weaknees, that the CCP "nonsults the USSR on foreism policy”

}/\
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simply ag Western ellies consult one another, that the CCP had been
forced to pay heavily for Japanese weapons turned over to them by the
USSR and that the CCP is unhappy about commercial relations with the
USSR as well us Soviet "interference™ in Chinese internal affairs.

While some of those claims may well be true and may presage the
disaffection of significant elements of the CCP, it is also possible
that oertein CCP members ~ even those publicly most pro~Soviet -~ have
been directed to take euch a line in private conversation with Viest-
crners, ag part of a nlot whereby the CCP'a Stalinist leadership might
gnoourare the West to believe that coonomic assistance to China would
strengthen the hand of pro~Wlestern forces. The Stalinists, in faot,
would be strengthened by such assistance, and pro-lestern sentiment in
the Party will be tolerated only so long as it proves useful in attraot-
ng Vestern aid.

Tibetan moves towards independence--The Govermment of Tibet cut radio
comnunications between Chinese officials in Lhasa and the Chinese
National Government in Canton in mid-July. The Tibetans have indisated -
additionally that they intend to deport some three hundred Chinese,
inoluding offieial Chinese Govermment representatives, ostensibly as a
measure of protectian apgainst the prowing Communist menance. As the
Chinese National Government, whose tenuous sovereigty over Tibet is
recognlzed by the US, disintegrates further, Tibet probably will seize
the opportunity to sssert its complete independence from China. The
Government of India, whose desire to see Chinese influence eliminated
from Tibet is reinforced by China's passing under Communis® control, can
be expected to encourare this move seoretly while formally maintaining
a correot attitude.

NEWS NCIES

Shanghai under blookade: As unemployment in Shanghei has mounted and
business depression had deepened under the impaoct of the Nationalist
blockade, suggestions have been advanced in the vernscular press that
the ecity's economy, bused on a cheap labor 1nool exploited by foreirn
capital, must be resonstructed rathern than restored. A feature of
this reconstruction is the proposed redeployment of part of Shanghai‘s
population and industry to other areas, From one third to one half of
Shanghal's 6,000,000 people, it has been sugpested, should be moved
elsewhers and the city should surrender its position as the major
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center of China's light industriea, since the national interest requires
a lower level of economic aotlvity there. The flavor of sour rrapes in
these editorials is indicative of the unexpected effectivencss of the
Nationalist hlockads.

CHIANG'S political atratea—-—CHIANG Kel-shek is occupied equally with
implementation of recent decisions on administrative reorganization

and with efforts to keep the warlords in line. CHIAHG expects to utilize
the Supreme Polioy Commitiee s its branches in Taipei and Chungking, and
the new "Party Leader's" Office, to be set up in Taipei, to his advantape,
The Taiwan administration may soon be revamped, with K. C. WU appointed
to head civil affairs. Although CHIANG recently gave up his plan ‘o
visit Sgechuan, there is evidenoce of CIIANG's concern with bolstering
resistance forces in northwest and west China, To check the further
decline of Nationalist influence in Kweichow and Yurman, General HO Ying-
chin, a native of Kweichow, may be appointed head of a new administration
for those two provinces.

INDOCHINA

Bao Dai and French optimistio--Recent developments within the new French- "B!
sponsored state of Vietnam have resulted in a 8lightly more optimistio

view of the Indochina situstion among French officials. A larre and

friendly although not "deronstratively enthusiastio® crowd welconed

Emperor Bao Dai on his long-delayed official visit to Hanoi about ten

days ago. In addition, feuds within Bao Dai's oabinet have decreased
suff'iclently to allow the Emperor's associates to predict that the ceb-

inet: may be held topether for at least three months. '

On the military soene s French forces are preceeding with a vigorous
campaipgn ("Operation Bastille") to seoure the Red River delte area near
Hernoi in northern Vietnan,despite the rainy season. The French have en-
countered 1ittle opposition to this maneuver, presumably a part of the
strategy recommended by the French Chief of Staff, General Revers, follow-
ing his June inspeotion tour. High Commissioner Pignon has expragsed
optimism over Operation Bastille, emphasizing that the more than 40,000
Vietnamese troops who are actively partioipating with French forces
already represent a valuable nucleus for a future Vietnamese National
Army. Pipnon has stated that these Vietnamese troops ultimately will
be employed as guerrilla foroces for the polieing of Central and South
Vietnam, thus freeing French troops for the defense of the Sino-Vietnam
border,

4lthough both the French and Bao Dai are encourapred by these devel-
opments, the hoped-for defeotion of o Chi Uinh's supporters is not yot
evident and Bao Dei has not yet had sufficient time to prove whether or
not he will be able to povern effeotively, even in the restrioted arcas
of Vietnam which arec presently under French control.
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INDONESIA

"Ceago~ire” tast to coms--While the restorsd Republic of Indonesia has npn
been able, with the help of Dutch arms, to maintain law and order in the
Jogjakarta Resldensy, its ability to enforce a cease-fire order through-
out Jave and Sumatra, where Republican influencs is spread more thinly,
communlcations sre difficult to meintein and dissident groups are stronger,
is as yvet untested, At present, both Dutch &nd Republicans are working
with UNCFI reprzsentatives on plans for a workable order to effect the
cgage~-f'ire and, in addition, military leaders from Republican outposts
have been callec to Jogjekarta to participate in militery conferences

and to receive instructions. The Dutch have arrenged for technical
assistance to the Republicans, eo that President Sukarno may have an
erfeative means of transmitting commends by radio to more isolated groups.

Thé Republicans' genornl international position will be greatly
strengthened if' they are atle to enforce a cessation of hostilities.
Burthermore, Dutch off'icial oircles would be more amenable to negotia-
tion in the fortheoming conference with the Republioans at The I'mpue
if militery operatiorg were at an end in Indonesa. leither side in
the dispute, however, expects a hirh dagree of effoctiveness in the
ceaso~Tire and the Nuteh mey make use of any Republican weakness in

this repgard as an excuse to hamper the proasedings of the Round-Table
Conference.
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